EDITORIAL FOREWORD
The Clinton administration has proposed a bold national approach to solving long-standing problems with the financing, organization, and reimbursement of our nation's medical care system. This approach relies heavily on the concept of managed care. Managed care systems include health maintenance organizations (HMOs), preferred provider organizations (PPOs) , and newer hybrid forms of prepaid group practice and indemnity insurance, such as point-of-service plans. Previous research on some forms of managed care, notably group and staff model HMOs, has documented cost savings through more conservative use of resources, particularly inpatient care. The business sector, the health insurance industry, and the federal government have in various ways encouraged the development of managed care health benefit plans. As a result, managed care plans grew rapidly in the 1980s, with 25 percent of the total U.S. population covered by HMOs and PPOs by 1987. Still, the vast majority of Americans currently are not covered by a managed care plan. If national health care reform depends on substantially more Americans enrolling in this type of plan, it is vital to understand better any existing barriers to the growth of managed care. The lead article in this issue, &dquo;Managed Care Arrangements: Barriers to Cost Savings Potential,&dquo; by Dan Ermann and Jennifer Richmond, provides this important analysis. The authors identify significant obstacles to managed care growth, focusing particularly on state-level legislative and regulatory barriers. Ermann and Richmond propose changes in consumer education, financial incentives to encourage enrollment in managed care plans, and regulation of those plans that would reduce barriers to the growth of managed care-with the intent to increase the likelihood that managed care will play an effective role in national health reform.
The second article we present, &dquo;Health Insurance and Medical Practice Organization in Canada: Findings from a Literature Review,&dquo; by Anne Crichton, reviews what is known about efforts to reform medical practice organization in Canada since the first introduction of medical care insurance in that country. Crichton concludes that despite the broad commitment to a collectivist welfare policy among Canadian citizens and politicians, the organization of medical practice has remained under the tight control of the medical profession, and is still oriented to individualistic approaches to medical care. Evolution of the medical care system in Canada toward community-oriented, holistic medical practice has not proceeded with the speed that one might have expected. Crichton's analysis suggests that educating consumers of medical care with regard to alternative ways of organizing medical care delivery, and empowering those consumers to insist on medical practice reforms, are important factors in transforming medical practice to increase community participation, health promotion, and disease prevention.
The third article in this issue, &dquo;The Prisoner's Dilemma: An Obstacle to Cooperation in Health Care Markets,&dquo; is by Niccie L. McKay. Increasingly we hear of calls for cooperation among hospitals in order to meet community needs. Strategic alliances, consortia arrangements, and planning councils are a few of the organizational forms that such cooperative efforts may take. As McKay observes, unfortunately, cooperative efforts among hospitals often fail, in spite of the potential gains from cooperation. She argues that one possible explanation for this conundrum lies in a model of behavior called the prisoner's dilemma. The prisoner's dilemma is a situation in which decision makers, acting independently, make choices that leave them worse off than if they had cooperated. While there are many ways in which hospitals could cooperate that would be mutually beneficial to each-such as reducing duplication of services, sharing expensive technology, and reducing expenditures on advertising-they often fail to do so. McKay argues that the hospital decision maker confronting the choice of whether to cooperate or act independently on this type of issue is in the classic situation of responding to the prisoner's dilemma. Her analysis points out that the failure to cooperate stems not from poor decision making by managers, but from the nature of the incentive structure in a prisoner's dilemma. An important policy implication is that when providers confront a prisoner's dilemma, proposals to control costs are more likely to succeed if they alter the incentive structure such that private and social interests associated with the decision are consistent.
The final article in this issue, &dquo;Great Expectations: An Analysis of Four Strategies,&dquo; was authored by Barbara Bigelow and Margarete Arndt. This article addresses the issue of transferring the acquired wisdom from the for-profit business sector to hospitals. As hospital costs have risen, there have been numerous calls for hospitals to become more &dquo;businesslike,&dquo; specifically for them to adopt strategies that have proved effective at increasing productivity and profitability in the manufacturing and service sectors. Bigelow and Arndt examine the literature pertaining to four such strategies: diversification into long-term care, development of ambulatory care centers, adoption of product line management, and implementation of cost accounting systems. The literature associates a number of virtues with each strategy. However, Bigelow and Arndt report that while many of the claims are intuitively appealing, there is scant evidence to substantiate them. The authors suggest that institutional theory may be useful in understanding the acceptance of these strategies. Regardless of their impact on effectiveness and efficiency, acceptance of such innovations may increase the perceived legitimacy of the organization in the eyes of important stakeholders such as third party payers, medical groups, foundations, and community members. The authors conclude that considerably more needs to be done, both in assessing whether a pro-innovation bias exists in health management literature, and in empirically investigating the claims associated with various innovative strategies.
With these four articles, many of the most difficult issues confronting efforts at meaningful reform of our health system are described and analyzed: increasing the market share of managed care arrangements, broadening the scope of practice of medical care, increasing cooperation among institutional and community-based service providers, and distinguishing between those reforms that &dquo;everyone&dquo; believes will improve organizational performance and those that really do so. These issues alone constitute a challenging agenda for the coming years. I am pleased that these fine contributions to MCR will be available to help in the effort.
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